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CHAPTER 80-309

LAWS OF FLORIDA

CHAPTER 80-309

(a) The name and address of each person from whom the metals are
purchased, including the signature of the person selling the same,
together
with said person's driver's license number or other
identifying number.
(b) A general description of the item containing gold or silver,
or of the type of utility copper wire purchased.
(c)

The estimated quantity of metals purchased.

(d)

The date of the purchase.

(3 ) The records of purchases of gold or silver or of utility
copper wire or railroad track and accessories shall be submitted to
the sheriff of the county in which the business is operated within 24
hours after purchase.
(5)
whose

The

rovisions of this section shall not appll to any person
r silver co ns or to an
us ness 1 sue
ewe r

Section 3.

Section 812.062, Florida Statutes, is created to read:

812.062 Notification to owner upon recovery of stolen motor
vehicle.--Whenever any law enforcement agency recovers a motor
vehicle which has been unlawfully taken from its owner, the agency
shall notify the owner of record and the law enforcement agency-which
initiated the stolen vehicle report by certified mail, return receipt
requested, within 24 hours of such recovery.
Section 4.

This act shall take effect October 1, 1980.

Approved by the Governor July 2, 1980.
Filed in Office Secretary of State July 3, 1980.
CHAPTER 80-310
Committee Substitute for House Bill No. 1147
An

act relating to interest and usury; amending ss. 687.02
and 687.03(1 ), (3 ), and (4), Florida Statutes, to
clarify certain terms and when loans are in excess of
$500,000; adding a subsection to s. 687.03 to define
the term "line of credit"; providing legislative intent
as to the term "line of credit"; providing an effective
date.

Be It Enacted by the Legislature of the State of Florida:
Section l.

Section

687.02, Florida Statutes, is amended to read:

687.02 "Usurious
contracts" defined.--All contracts for the
payment of interest upon any loan, advance of money, line of credit,
eF forbearance to enforce the collection of any debt, or upon any
obligation eeA�rae� whatever, at a higher rate of interest than the
equivalent of 18 percent per annum simple interest are hereby
declared usurious. However, if such loan, advance of money, line of
1350
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credit, forbearance to enforce the collection of any debt, or
obligation eeft��aet exceeds $500,000 in amount or value, then no
contract to pay interest thereon is usurious unless the rate of
interest exceeds the rate prescribed in s. 687.071.
Section 2. Subsections (1), (3), and (4) of
Florida Statutes, are amended, and subsection (5) is
section to read:
687.03

section 687.03,
added to said

"Unlawful rates of interest" defined; proviso.--

(1) Except as provided herein, it shall be usury and unlawful for
any person, or for any agent, officer, or other representative of any
person, to reserve, charge, or take for any loan, advance of money,
line of credit, e� forbearance to enforce the collection of any sum
of money, or other obligation a rate of interest greater than the
equivalent of 18 percent per annum simple interest, either directly
or indirectly, by way of commission for advances, discounts, or
exchange, or by any contract, contrivance, or device whatever wherP.by
the debtor is required or obligated to pay a sum of money greater
than the actual principal sum received, together with interest at the
rate of the equivalent of 18 percent per annum simple interest.
However, if any loan, advance of money, line of credit, forbearance
to enforce the collection of any debt, or obligation eent��et exceeds
$500,000 in amount or value, it shall not be usury or unlawful to
reserve, charge, or take interest thereon unless the rate of interest
exceeds the rate prescribed in s. 687.071. The provisions of this
section shall not apply to sales of bonds in excess of $100 and
mortgages securing the same, or money loaned on bonds.
(3) For the purpose of this chapter, the rate of interest on any
loan, advance of mone , line of credit, forbearance to enforce the
t or ot er o 1 ation to a interest e -�eAey
collect on o
an
compute upon t e assumption t at the debt
eterm ne
will be paid according to the agreed terms, whether or not said loan,
advance of money, line of credit, forbearance to enforce collection
of any debt or other obligation is paid or collected by court action
prior to the term of said loan, advance of money, line of credit,
forbearance to enforce collection of an debt or other obli ation and
any payment or property c arged, reserved, or ta en as an advance or
forbearance, which is in the nature of, and taken into account in the
calculation of, interest shall be valued as of the date received and
shall be spread over the stated term of the loan, advance of money,
line of credit, forbearance to enforce· collection of an
debt or
eterm1ning t e rate o
o er o
at on or t e purpose o
nterest.
The spread ng of any such advance or forbearance for the purpose of
computing the rate of interest shall be calculated by first computing
the advance or forbearance as a percentage of the total stated amount
of such �he loan, advance of mone , line of credit, forbearance to
enfo�collection o an
e t or ot er o
at on. T 1s percentage
s a
then e div ed y t e num er o years, and fractions thereof,
of the loan, advance of mone , line of credit, forbearance to enforce
e t or ot er o
gation accor ng to its stated
collection o
an
maturity date, wit*out regard to early maturity in the event of
default. The resulting annual percentage rate shall then be added to
the stated annual percentage rate of interest to produce the
effective rate of interest for purposes of this chapter. Moreover,
for the purposes of this chapter, a loan, advance of mone , line of
credit, forbearance or other obli ation s a
be deemed to exceed a
1n amount or value if:
eaft-W �e -e�eee s

1
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(a) The outstanding principal indebtedness of such loan, advance
of mone , line of credit, forbearance or other obli ation �here�neer
n1t1a y exceeds 500,000; or
(b) The aggregate pare¼ee--ehereee--agree--ehae--ehe principal
indebtedness of such loan, advance of money, line of credit,
forbearance or other obli ation ma reasonabl be ex ected to w¼¼¼
excee
00,0 0 a�-seffle-�rffle during t e term t ereo e -�he- ean-ane7
when---ehe---a�peefflene--was--fflaeeT--�he--pr¼neipa¼--¼neee�eeness--was
Peasenae¼y-ex�eeeee-ee-e�eeee-ehae-affle�ne, notwithstanding the fact
that less than that amount in the aggregate is was initially or at
any time thereafter ¼aeeP advanced in one or
series of relatecT
transactions; orT

a

Buch

loan,

or a series of
exceed $500,000.

advance of mone , line of credit, forbearance or

related transactions which in the aggregate do not

(4)
If a loan, advance of mone , line of credit, forbearance or
), excee s
other obligation as prov1 e 1n su section
500,000,
then, for the purposes of this chapter, interest on that loanL
advance of mone , line of credit, forbearance or other obli ation
s a
not
nc u e t e va ue o property c arge , reserve , or ta en
as an advance or forbearance, the value of which substantially
depends on the success of the venture in which are used the proceeds
of that loan, advance of mone , line of credit, forbearance or other
obli ation.
Stock options and interests 1n profits, rece pts, or
resi jual values are examples of the type of property the value of
which would be excluded from calculation of interest under the
preceding sen�ence.

(5)

The

money ma
transact t

term

"line

of

credit," whenever used in this cha ter,
or more loans or advances of
or 1n one or a ser es o re ate

Section 3. The Legislature hereby declares that, as a matter of
law, "line of credit," as such term is defined in this act, is deemed
to have been included in and governed by the provisions of chapter
687 as it existed prior to, on, and subsequent to July 1, 1979.
Section 4.

This act shall take effect upon becoming a law.

Approved by the Governor July 2, 1980.
Filed in Office Secretary of State July 3, 1980.
CHAPTER 80-311
House Bill No. 1289
An act relating to consumer protection; authorizing counties
to adopt ordinances relating to the construction of
"floating residential units"; providing a definition;
providing an exception to the operation of the act;
providing an effective date,
1352
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CS/HB 1147 by Rep. Thomas
relating to interest and usury

DATE: __-..ccA�p�ri
� ___
c_l
� l
� '-'2�8c..1..
98
� 0
::.::..

Other Committees of Reference:
None

REVISED: ___________

I.

REVISED: __M_;_:ay
1�3�,-=
1�9�8�0___
� -=
SENATE BILL:

----------

SUMMARY
A.

PRESENT SITUATION:

Section 687.02 provides that "all contracts for the payment
of interest upon any loan, advance of money, or forbearance to en
force the collection of any debt, or upon any contract whatever"
are usurious if they provide for an interest rate in excess of the
equivalent of 18% per annum simple interest. However, if the amount
of such c�ntract to pay interest exceeds $500,000 then such con
tract is not usurious unless the rate exceeds the rate of interest
set out in s. 687.071(25%).
Section 687.03(1) specifically makes it unlawful and usuri
ous for any person to charge interest in excess of the rates men
tioned above.
In addition, s. 687.03(3), among other things, sets out the
instances in which a loan shall be deemed to exceed $500,000. Those
instances are:
(1) When the outstanding principal indebted
ness thereunder initially exceeds $500,000; or
(2) When the parties thereto agree that the
principal indebtedness will exceed $500,000 at
some time during the term of the loan and, when
the agreement was made, the principal indebted
ness was reasonably expected to exceed that a
mount, notwithstanding the fact that less than
that amount in the aggregate was initially or
later advanced.
Commercial lenders and their legal counsel have expressed
concern that the current language in s. 687.02 and 687.03 is un
clear.in its application to certain lending situations.
B.

EFFECT OF PROPOSED CHANGES:

Section 687.02 is amended to :
(1)

Include the term "line of credit"; and

(2) Delete the term "contract" and replace
it with the term "obligation".

Staff Summary/CS/HE 1147
April 28, 1980
Revised: May 13, 1980
Page Two
, _'rh� ter1:1 "line of credit" is used extensively in corr.mer.
cial
lending circles and was used in the amendment to Section 15
of Chapter 79-274, Laws of Florida, accomplished in the December
Special Session by Chapter 79-592, Laws of Florida.
[Chapter
79-274, Laws of Florida, raised the maximum interest rates which
may be charged on various types of extensions of credit. Section
15 of that act provided legislative intent as to the application
of Chapter 79-274, Laws of Florida.] Although the term is well
known and understood as a loan or advance of money, its use in
Chapter 79-592 was the first time it had been introduced into the law
of usury. To avoid confusion and possible litigation this amend
ment specifically includes this term in ss. 687.02 and 687.03.
The term "contract" is deleted and replaced with "obliga
tion" due to its possible misconstruction as applying the usury
law to something other than the renting of money. Again, this
amendment is directed toward ss. 687.02 and 687.03.
Section 687.03 is amended to:
(1) Include "line of credit" and "obligation"
where appropriate;
(2) Include "advance of money, forbearance
to enforce the collection of any debt", where ap
propriate to clarify that when "loan" is used
these other variations of the same concept are
also meant to be included.
(3) Clarify the provisions of existing lan
guage which state when loans are to be deemed to
be in excess of $500,000.
In particular, subsection (3) (b) is amended to make it clear
that in line of credit and/or revolving credit financing a loan is
deemed to be in excess of $500,000 if the aggregate principal in
debtedness may reasonably be expected to exceed $500,000 during
the term whether or not it actually does. Also, the $500,000 need
not be advanced all at one time but may be advanced in a series of
transactions as long as those transactions are related and add up
to more than $500,000 or where they were reasonably expected to add
up to more than $500,000. Additionally, through the deletion of
the term agreement and the addition of subsection (5) defining line
of credit to be an arrangement, subsection (3) (b) is operative whe
ther or not the lender is legally obligated to advance the entire
amount in excess of $500,000.
Subsection (3) (c) is specifically added to make it clear
that once $500,000 is exceeded, additional related advances which
do not exceed $500,000 are to be considered part of the entire
transaction even if the initial principal indebtedness was re
duced to less than $500,000.
Subsection (5) is created to define the term "line of cre
dit" to clarify that a series of transactions under one arrange
ment, whether enforceable-or discretionary, is contemplated and
governed by the section.
The reason for the clarifying amendments to 687.02 and
687. 03 [particulary paragraphs (a), (b) and (c) of subsection (3)
and subsection (5)] is to remove any doubt that a lender may
have
the higher rate of interest that may be charged on
loans in excess of $500,000 apply to the type of loan trans
actionsspecifically covered by those amendments.

Staff Summary/CS/HE 1147
April 28, 1980
Revised: May 13, 1980
Page -IT'hree
Section 3, by expressly stating in the body of this bill,
makes it clear that the term, "line of credit", as defined in
this bill, has always been included and governed by the provisions
of chapter 687.
As the bill is clarifying in nature, it is to take effect
upon becoming law.
II.

ECONOMIC IMPACT CONSIDERATIONS
A.

PRIVATE SECTOR:

Insofar as the intent of the bill is to clarify existing
law, there should be no significant impact.
B.

PUBLIC SECTOR:

No significant impact.
III.

COMMENTS
A.

STATEMENT OF SUBSTANTIAL CHANGES CONTAINED IN THE COM
MITTEE SUBSTITUTE FOR HB 1147:

The original bill amended various provisions of s. 687.03 to
clarify when loans in excess of $500,000 are not usurious. The
Committee Substitute, however, amends various sections of chapter
687, Florida Statutes, to accomplish the same purpose. In addi
tion, the Committee Substitute specifically defines the term "line
of credit" as used throughout chapter 687, Florida Statutes. The
Committee Substitute provides legislative intent that the term
"line of credit" has always been included in and governed by the
provisions of chapter 687.
B.

OTHER:

1. The proposed Committee Substitute was prepared at the
sponsor's request. The sponsor has indicated his intent that this
bill does not alter existing law but merely clarifies what is cur
rent law.
IV.

AMENDMENTS

Prepared by:
Staff Director:
copy to Sponsor:
WM:lr

5-13-80
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CS/HB 1147
A bill to be entitled
An act relating to interest and usury; amending
3

s.s.687.02 and 687.03(1), (3) and (4), Florida

4

Statutes, to clarify certain terms and when loans

5

are in excess of $500,000; adding a new subsec

6

tion (5) to s. 687.03 to define the term "line

s rles

of credit"; providing legislative intent as to
8

the term line of credit; providing an effective

9

date.

10
11

Be It Enacted by the Legislature of the State of Florida:

12

Section 1.

13

Section 687.02, Florida Statutes, as amended

14

by Chapter 79-274 as amended by Chapter 79-592, is amended to

15

read.

16

687. 02

"Usurious contracts" defined. - A
- ±J._cotitracts for

17

the payment of interest upon any loan, advance of money, line

18

of credit, e� forbearance to enforce the collection of any

19

debt, or upon any obligation eefi��ae� whatever, at a higher

W

rate of interest than the equivalent of 18 percent per annum

21

simple interest are hereby declared usurious.

22

loan, advance of money, line of credit, forbearance to enforce

23

the collection of any debt, or obligation een��ae� exceeds

24

$500,000 in amount or value, then no contract to pay interest

25

thereon is usurious unless the rate of interest exceeds the

26

rate prescribed in s. 687.071.

27

n

29

Section 2.

However, if such

Subsections (1), (3) and (4) of s. C87.03,

Florida Statutes, as amended by Chapter 79-274 as amended by

Chapter 79-592, are amended and subsection (5) is added to read:

30
31

1

I 'l

Carton

19�

687.03
2
3
4
5
6
7
8
9
10
11
12
13
14
15

(1)

"Unlawful rates of interest" defined; proviso.-

Except as provided herein, it shall be usury and

unlawful for any person, or for any agent, officer, or other
representative of any person, to reserve, charge, or take for
any loan, advance of money, e� line of credit, forbearance to
enforce the collection of any sum of money� or other obligation
a rate of interest greater than the equivalent of 18 percent
per annum simple interest, either directly or indirectly, by
way of commission for advances, discounts, or exchange, or by
any contract, contrivance, or device whatever whereby the
debtor is required or obligated to pay a sum of money greater
than the actual principal sum received, together with interest
at the rate of the equivalent of 18 percent per annum simple
interest.
credit,

However, if any loan, advance of money, line of
forbearance to enforce the collection of any debt,

16

or obligation eeft�r�e� exceeds $500,000 in amount or value, it

17

shall not be usury or unlawful to reserve, charge, or take

18

interest thereon unless the rate of interest exceeds the rate

19

prescribed in s. 687.071.

�

not apply to sales of bonds in excess of $100 or mortgages

21

securing the same, or money loaned on bonds.

22

(3)

The provisions of this section shall

For the purpose of this chapter, the rate of

23

interest on any loan e£-mefiey, advance of money, line of credi�

24

forbearance to enforce the collection of anv debt or other

25

obligation to pay interest shall be detemined and computed

26

upon the assumption that the debt will be paid according to the

27

agreed terms, whether or not said loan, advance of money, line

�

of credit, forbearance or other obligation is paid or collected

29

by court action prior to the term of said loan, advance of

30

money, line of credit, forbearance or other obligation, and any

31
2

payment or property charged, reserved, or taken as an advance
2

or forbearance, which is in the nature of, and taken into ac-

3

count in the calculation of, interest shall be valued as of the

4

date received and shall be spread over the stated term of the

5

loan, advance of money, line of credit, forbearance to enforce

6

collection of any debt or other obligation for the purpose of

7

determining the rate of interest.

a

advance or forbearance for the purpose of computing the rate of

9

interest shall be calculated by first computing the advance or

The spreading of any such

10

forbearance as a percentage of the total stated amount of the

11

such loan, advance of money, line of credit, forbearance or

12

other obligation.

13

number of years, and fractions thereof, of the loan, advance of

14

money, line of credit, forbearance or other obligation accordin

15

to its stated maturity date, without regard to early maturity

16

in the event of default.

This percentage shall then be divided by the

The resulting annual percentage rate

17

shall then be added to the stated annual percentage rate of

18

interest to produce the effective rate of interest for purposes

19

of this chapter.

20

a loan, advance of money, line of credit, forbearance or other

21

obligation shall be deemed to a-�ean-wh±eh exceeds $500,000 in

n

amount or value if:

23

(a)

Moreover, for the purposes of this chapter,

The outstanding principal indebtedness of such loan,

24

advance of money, line of credit, forbearance or other obliga

�

tion theresnder initially exceeds $500,000; or

26

(b)

The aggregate part±es-therete-agree-that princiapl

27

indebtedness of such loan, advance of money, line of credit,

n

forbearance or other obligation may reasonably be expected to

�

w±�i exceed $500,000 at-seme-t±ree during the term thereof e�

30

the-iean-and-when-the-agreement-was-made,-the-�r±ne±pa�

31

3

2

notwithstanding the fact that less than that amount in the ag-

3

gregate was initially or laeer at any time thereafter advanced

4

in one or a series of related transactions; or
(c)

5
6

Such loan, advance of money, line of credit, for-

bearance or other obligation

exceeds $500,000 at any time;

notwithstanding the fact that such indebtedness is or is not
8

subsequently reduced to less than $500,000 and thereafter ad-

9

ditional amounts are advanced in one or a series of related

10

transactions which in the aggregate do not exceed $500,000.

11

( 4)

If a loan, advance of money, line of credit, for-

12

bearance or other obligation as provided in (3) (a), (b) or (c)

13

above, exceeds $500,000, then, for the purposes of this chapte4

14

-interest on that loan, advance of money, line of credit, for-

15

bearance or other obligation shall not include the value of

16

property charged, reserved, or taken as an advance or forbear

17

ance, the value of which substantially depends on the success

18

of the venture in which are used the proceeds of that loan�L

19

advance of money, line of credit, forbearance or other obliga-

20

tion.

21

residual values are examples of the type of property the value

22

of which would be excluded from calculation of interest under

23

the preceding sentence.
(5) The term "line of credit", whenever used in this

24
25
26
27

Stock options and interests in profits, receipts, or

chapter, means an arrangement under which one or more loans or
advances of money may be made available to a debtor in one or q
series of related transactions.

28
29
30
31
4

Section 3.

The Legislature hereby declares that, as a

2

matter of law, line of credit, as such term is defined in this

3

act, is deemed to have been included in and governed by the

4

provisions of chapter 687 as it existed prior to, on, and

5

subsequent to July 1, 1979.
Section 4.

6
7

This act shall take effect upon becoming

law.

8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

5

ss //9/
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1'

A bill to be entitled

2

An act relating to interest and usury; amending

3

s. 687.03, Florida Statutes; specifying

4

circumstances under which certain loans are not

5

usurious; providing an effective date.

6

7

8

9

10
11
12

13
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Be It Enacted by the Legislature of the State of Florida:
Section 1.

Section 687.03, Florida Statutes, is

amended to read:
687.03

"Unlawful rates of interest" defined;

p roviso.-(1)

Except as provided herein, it shall be usury and

14

unlawful for any person, or for any agent, officer, or other

15

repre:entative of any person, to reserve, charge, or take for

16

any loan, advance of money, extension of credit, line of

17

credit, ef forbearance to enforce the collection of any sum of

18

money a rate of interest greater than the equivalent of 18

19

percent per annum simple interest, either directly or

W

indirectly, by way of commission for advances, discounts, or

21

exchange, or by any contract, contrivance, or device whatever

22

whereby the debtor is required or obligated to pay a sum of

23

money greater than the actual principal sum received, together

24

with interest at the rate of the equivalent of 18 percent per

�

annum simple interest.

26

27

28

29

31 I
30

However, if any loan, advance of

money, extension of credit, line of credit, forbearance to
enforce the collection of any debt, or contract exceeds
$500,000 in amount or value, it shall not be usury or unlawful
to reserve, charge, or take interest thereon unless the rate
of interest exceeds the rate prescribed in s. 687.071.

The

provisions of this section shall not apply to sales of bonds
l
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in excess of $100 and mortgages securing the same, or money
2
3

loaned on bonds.
(2) (a)

The provisions of this section and of s. 687.02

4

shall not apply to loans or other advances of credit made

5

pursuant to:

6

7

8

9
10

11

l.

A commitment to insure by the Federal Housing

Administration.
2.

A commitment to guarantee by the Veterans

Administration.
3.

A commitment to purchase a loan issued by the

Federal National Mortgage Association; Government National

12

Mortgage Association; Federal Home Loan Mortgage Corporation;

13

any department, agency, or instrumentality of the Federal

14

Government; or any successor of any of them, pursuant to any

15

provision of the acts of Congress or federal regulations.

16

(b)

This act shall apply only to loans.!. ef' advances of

17

credit, extensions of credit, lines of credit, or forbearance

18

to enforce the collection of any debt and contracts made on or

19

subsequent to the effective date of this act and to loans,

20

advances of money, extensions of credit, or lines of credit,

21

forbearances, and contracts made prior to that date, if the

n

lender has the legal right to require full payment at any time

23

or to adjust or modify the interest rate, by renewal,

24

assumption, reaffirmation, contract, or otherwise.

25

shall not be construed as diminishing the force and effect of

26

any laws applying to loans, advances of money, extensions of

27

credit, lines of credit, forbearances, and contracts other

28

than those mentioned in the preceding sentence, completed

29

prior to the effective date of this act.

30

act, a line of credit is deemed to be made at the time the

31

commitment to grant the line of credit is given.

This act

For purposes of this
A¼¼-�f'eseRe

2
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4

For the purpose of this chapter, the rate of

(3)

5

interest on any loan of money shall be determined and computed

6

upon the assumption that the debt will be paid according to

7

the agreed terms, whether or not said loan is paid or

8

collected by court action prior to the term of said loan, and

9

any payment or property charged, reserved, or taken as an

10

advance or forbearance, which is in the nature of, and taken

11

into account in the calculation of, interest shall be valued

12

as of the date received and shall be spread over the stated

13

term of the loan for the purpose of determining the rate of

14

interest.

The spreading of any such advance or forbearance

15

for the purpose of computing the rate of interest shall be

16

calculated by first computing the advance or forbearance as a

17

percentage of the total stated amount of the loan.

This

18

percentage shall then be divided by the number of years, and

19

fractions thereof, of the loan according to its stated

20

maturity date, without regard to early maturity in the event

21

of default.

22

The resulting annual percentage rate shall then

be added to the stated annual percentage rate of interest to

23

produce the effective rate of interest for purposes of this

24

chapter.

25

advance of money, extension of credit, line of credit,

26

forbearance or contract shall be deemed to exceed a-¼eaR-Wfi¼efl

V

eMeeeas $500,000 in amount or value if:

28

(a)

Moreover, for the purposes of this chapter, a loan�

The aggregate e�eseaRa¼R� principal indebtedness

29

owing for all loans and extensions of credit made thereunder

30

¼R�e¼a¼¼y exceeds $500,000 initially or at any other time; or

31
3
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(b)

The aggregate principal indebtedness under the

2

line of credit is, in good faith, reasonably expected to

3

exceed $500,000 during the term of the line of credit, whether

4

by agreement or otherwise, notwithstanding the fact that less

5

than that amount, in the aggregate, was initially or

6

subsequently advanced or outstanding at any time or times

7

during its term. �he-pafe¼es-ehefeee-a�fee-ehae-ehe-�f¼Ae¼pa¼

s

¼ReeeeeeRess-w¼¼¼-e�eeee-$5eereee-ae-seffle-e¼ffle-e�f¼R�-eae-ee�ffl

9

e!-ehe-¼eaR-aRe 7 -wheR-ehe-a�feemeRe-was-maee7 -ehe-pf¼Re¼�a¼

10

¼RaeeeeeRess-was-feaseRae¼y-e�peeeee-ee-e�eeee-ehae-affle�Rer

11
12
13
14

Reew¼ehseaRe¼Rg-eae-!aee-ehae-¼ess-ehaR-ehae-ame�Re-¼R-ehe
ag�fegaee-was-¼R¼e¼a¼¼y-ef-¼aeef-ae�aReee�
(c)

In the event the condition of subparagraph (a) or

(b) are met, then any loan, advance of money, extension of

15

credit, line of credit, or forbearance to enforce the

16

collection of any debt, or contract made thereunder ·regardless

18

unlawful unless the rate of interest exceeds the rate

19

prescribed in s. 687.071.

17

20

of when it is made or its amount, shall not be usurious or

( 4)

If a loan exceeds or may exceed $500,000, then,

21

for the purposes of this chapter, interest on that loan.!.

22

advance of money, extension of credit, line of credit,

23

forbearance to enforce the collection of any debt, or contract

24

shall not include the value of property charged, reserved, or

�

taken as an advance or forbearance, the value of which

26

substantially depends on the success of the venture in which

27

are used the proceeds of that loan.

28

interests in profits, receipts, or residual values are

29

examples of the type of property the value of which would be

30

excluded from calculation of interest under the preceding

31

sentence.

Stock options and

4
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(5)

The term "line of credit" whenever used in this

2

chapter means an agreement under which loans, advances of

3

money, extensions of credit, lines of credit, or forbearance

4

to enforce the collection of any debt, or contract may be made

s

available.

6
7
8
9

Section 2.

This act shall take effect upon becoming a

law and shall be retroactive to July 1, 1979.

*****************************************

10

SENATE SUMMARY

11

Modifies current usury laws to specify circumstances
under which any loan, advance of money, extension of
credit, line of credit, advance of money, forbearance to
enforce the collection of any debt, or contract which
exceeds $500,000 in value is not usurious.

12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

5
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A bill to be entitled

2

An act relating to interest and usury; amending

3

ss. 687,02 and 687.03(1), (3), (4), Florida

4

Statutes; clarifying certain terms and when

5

loans are in excess of $500,000; adding a new

6

subsection (5) to s. 687.03, Florida Statutes;
defining the term "line of credit"; providing

8

legislative intent as to the term line of

9

credit; providing an effective date.

reproduced by
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10
11

Be It Enacted by the Legislature of the State of Florida:

12
13

Section 1.

Section 687.02, Florida Statutes, as

14

amended by chapter 79-274 as amended by chapter 79-592, Laws

15

of Florida, is amended to read:

16

687.02

"Usurious contracts" defined.--All contracts

17

for the payment of interest upon any loan, advance of money,

18

line of credit, of' forbearance to enforce the collection of

19 any debt, or upon any obligation eoR-1:f'aee- whatever, at a
M

higher rate of interest than the equivalent of 18 percent per

21

annum simple interest are hereby declared usurious.

However,

22 if such loan, advance of money, line of credit, forbearance to
23

enforce the collection of any debt, or obligation eo�t-t"aet-

24

exceeds $500,000 in amount or value, then no contract to pay

25

interest thereon is usurious unless the rate of interest

�

exceeds the rate prescribed in s. 687.071.

27

Section 2.

Subsections (1), (3) and (4) of s. 687.03,

28

Florida Statutes, as amended by chapter 79-274 as amended by

29

chapter 79-592, Laws of Florida, are amended and subsection

30

(5) is added to said section to read:

31

1
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687.03

"Unlawful rates of interest" defined;

2 proviso. -(1)

Except as provided herein, it shall be usury and

4 un 1 awfu 1 f or a ny person, or for any agent, o f ficer, or other
5

representative of any person, to reserve, charge, or take for

6

any loan, advance of money, ef line of credit, forbearance to

7

enforce the collection of any sum of money, or other

8

obligation a rate of interest greater than the equivalent of

9

18 percent per annum simple interest, either directly or

10

indirectly, by way of commission for advances, discounts, or

11

exchange, or by any contract, contrivance, or device whatever

12

whereby the debtor is required or obligated to pay a sum of

13

money greater than the actual principal sum received, together

14

with interest at the rate of the equivalent of 18 percent per

15

annum simple interest.

16

money, line of credit, forbearance to enforce the collection

17

of any debt, or obligation eeR1=faee exceeds $500,000 in amount

18

or value, it shall not be usury or unlawful to rese::-ve,

19

charge, or take interest thereon unless the rate of interest

20

exceeds the rate prescribed in s. 687.071.

21

this section shall not apply to sales of bonds in excess of

22

$100 and mortgages securing the same, or money loaned on

23

bonds.

24

(3)

However, if any loan, advance of

The provisions of

For the purpose of this chapter, the rate of

25

interest on any loan e�-money, advance of money, line of

26

credit, forbearance to enforce the collection of any debt or

27

other obligation to pay interest shall be determined and

28

computed upon the assumption that the debt will be paid

29

according to the agreed terms, whether or not said loan�

30

advance of money, line of credit, forbearance or other

31

obligation is paid or collected by court action prior to the
2
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term of said loan, advance of money, line of credit,
2 forbearance or other obligation, and any payment or property
3 charged, reserved, or taken as an advance or forbearance,
.i which is in the nature of, and taken into account in the
5 calculation of, interest shall be valued as of the date
6 received and shall be spread over the stated term of the loan�
advance of monev, line of credit, forbearance to enforce
8 collection of any debt or other obligation for the purpose of
9

determining the rate of interest.

The spreading of any such

10 advance or forbearance for the purpose of computing the rate
11

of interest shall be calculated by first computing the advance

12

or forbearance as a percentage of the total stated amount of

13

such el'le loan, advance of money, line of credit, forbearance

14

or other obligation.

15

the number of years, and fractions thereof, of the loan�

16

advance of money, line of credit, forbearance or other

17

obligation according to its stated maturity date, without

18

regard to early maturity in the event of default.

19

resulting annual percentage rate shall then be added to the

20

stated annual percentage rate of interest to produce the

21

effective rate of interest for purposes of this chapter.

22

Moreover, for the purposes of this chapter, a loan, advance of

23

money, line of credit, forbearance or other obligation shall

24

be deemed to a-�oaft-Wl'ltel'l exceed e�eeees $500,000 in amount or

25

value if:

26

(a)

This percentage shall then be divided by

The

The outstanding principal indebtedness of such

V

loan, advance of money, line of credit, forbearance or other

n

obligation eftere�ftaet' initially exceeds $500,000; or

29

(b)

The aggregate �at'e±es-ehet'eeo-agree-ehae-ehe

�

principal indebtedness of such loan, advance of money, line of

31

credit, forbearance or other obligation may reasonably be
3
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expected to w±ll exceed $500,000 at-some-t±me during the term
2 thereof of-the-foan-and,-when-the-ag�eement-wa9-mede,-the
.l emotint, notwithstanding the fact that less than that amount in
5 the aggregate was initially or at any time thereafter ±ate�
6 advancedT in one or a series of related transactions; or
(cl

Such loan, advance of money, line of credit,

8

forbearance or other obligation exceeds $500,000 at any time;

9

notwithstanding the fact that such indebtedness is or is not

10

subsequently reduced to less than $500,000 and thereafter

11

additional amounts are advanced in one or a series of related

12

transactions which in the aggregate do not exceed $500,000.

13

(4l

If a loan, advance of money, line of credit,

1-l

forbearance or other obligation as provided in (3l (al, (bl or

15

(cl above, exceeds $500,000, then, for the purposes of this

16

chapter, interest on that loan, advance of money, line of

17

credit, forbearance or other obligation shall not include the

18

value of property charged, reserved, or taken as an advance or

19

forbearance, the vilue of which substantially depends on the

20

success of the venture in which are used the proceeds of that

21

loan, advance of money, line of credit, forbearance or other

22

obligation.

n

or residual values are examples of the type of property the

24

value of which would be excluded from calculation of interest

25

under the preceding sentence.

26

(5)

Stock options and interests in profits, receipts,

The term "line of credit", whenever used in this

27

chapter, means an arrangement under which one or more loans or

28

advances of money may be made available to a debtor in one or

�

a series of related transactions.

30
31

Section 3.

The Legislature hereby declares that, as a

matter of law, line of credit, as such term ii; defined in this
4
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act, is deemed to have been included in and governed by the
2 provisions of chapter 687, Florida Statutes, as it existed
3 prior to, on, and subsequent to July 1, 1979.
-l
5

Section 4.

This act shall take effect upon becoming a

law.

6
8
9
10
11
12
13
14
15
16

17
18
19
20
21
22
23
24
25
26
27

28
29

30
31
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STATEMENT OF SUBSTANTIAL CHANGES CONTAINED IN
COMMITTEE SUBSTITUTE FOR SENATE BILL 1191
The original bill amended various provisions of
s. 687.-03 to clarify when loans in excess of $500,000 are not
usurious. The Committee Substitute, however, amends various
sections of chapter 687, Florida Statutes, to accomplish the
same purpose. In addition, the Committee Substitute specifically
defines the term "line of credit" as used throughout chapter 637,
Florida Statutes. The Committee Substitute provides legislative
intent as to the application of Section 15 of Chapter 79-274,
Laws of Florida, as amended by Chapter 79-592, Laws of Florida.
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SUMMARY:
A.

Present Situation:
currently, section 687.02, Florida Statutes, provides that
"all contracts for the payment of interest upon any loan,
advance of money, or forbearance to enforce the collection
of any debt, or upon any contract whatever" are usurious
if they provide for an interest rate in excess of the
equivalent of 18% per annum simple interest. However, if
the amount of such contract to pay interest exceeds
$500,000 then such contract is not usurious unless the
rate exceeds the rate of interest set out in s. 687.071,
Florida Statutes, which is 25%.
Section 687.03(1) specifically makes it unlawful and
usurious for any person to charge interest in excess of the
rates mentioned above.
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In addition, s. 687.03(3), among other things, sets out
the instances in which a loan shall be deemed to exceed
$500,000. Those instances are:

9CJ i

(1) When the outstanding principal indebtedness thereunder
initially exceeds $500,000; or
(2) When the parties thereto agree that the principal
indebtedness will exceed $500,000 at some time during
the term of the loan and, when the agreement was made,
the principal indebtedness was reasonably expected to
exceed that amount, notwithstanding the fact that less
than that amount in the aggregate was initially or
later advanced.
The term "line of credit" is used extensively in commercial
lending circles and was used in the amendment to Section 15
of Chapter;79-274, Laws of Florida, accomplished in the
December Special Session by Chapter 79-592, Laws of
Florida. Although the term is well known and understood as
a loan or advance of money, its use in Chapter 79-592 was
the first time it had been introduced in the usury statute.
B.

Effect of Propo�ed Changes:
This bill specifically includes the term line of credit
in various provisions of chapter 687, Florida Statutes.
To avoid confusion it includes "advance of money,
forbearance to enforce the collection of any debt", where
appropriate to clarify that when "loan" is used these other
variations of the same concept are also meant to be
included.
The bill clarifies the provisions of existing language
which state when loans are to be deemed to be in excess of
$500,000. The bill specifies that in a line of credit
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advance of money, or forbearance to enforce the collection
of any debt, or upon any contract whatever" are usurious
if they provide for an interest rate in excess of the
equivalent of 18% per annum simple interest. However, if
the amount of such contract to pay interest exceeds
$500,000 then such contract is not usurious unless the
rate exceeds the rate of interest set out in s. 687.071,
Florida Statutes, which is 25%.
Section 687.03(1) specifically makes it unlawful and
usurious for any person to charge interest in excess of the
rates mentioned above.

reproduced b)'
FLORIDA STATE ARCHIVES
DEPARTMENT OF STATE
R. A. GRAY BUILDING
TaHahassee, FL 32399·0251 I
',eries

/

t'"

Carton

In addition, s. 687.03(3), among other things, sets out
the instances in which a loan shall be deemed to exceed
$500,000. Those instances are:

9� A'

(1) When the outstanding principal indebtedness thereunder
initially exceeds $500,000; or
(2) When the parties thereto agree that the principal
indebtedness will exceed $500,000 at some time during
the term of the loan and, when the agreement was made,
the principal indebtedness was reasonably expected to
exceed that amount, notwithstanding the fact that less
than that amount in the aggregate was initially or
later advanced.
The term "line of credit" is used extensively in commercial
lending circles and was used in the amendment to Section 15
of Chapter 79-274, Laws of Florida, accomplished in the
December Special Session by Chapter 79-592, Laws of
Florida. Although the term is well known and understood as
a loan or advance of money, its use in Chapter 79-592 was
the first time it had been introduced in the usury statute.
B.

Effect of Proposed Changes:
This bill specifically includes the term line of credit
in various provisions of chapter 687, Florida Statutes.
To avoid confusion it includes "advance of money,
forbearance to enforce the collection of any debt", where
appropriate to clarify that when "loan" is used these other
variations of the same concept are also meant to be
included.
The bill clarifies the provisions of existing language
which state when loans are to be deemed to be in excess of
$500,000. The bill specifies that in a line of credit
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a loan is deemed to be in excess of $500,000 if the
aggregate principal indebtedness may reasonably by expected
to exceed $500,000 during the term whether or not it
actually does. Also, the $500,000 need not be advanced
all at one time but may be advanced in a series of
transactions as long as those transactions are related and
add up to more than $500,000, or where they were reasonably
expected to add up to more than $500,000.
Subsection (3) (c) is added to make it clear that once
$500,000 is exceeded, additional related advances which do
not exceed $500,000 are to be considered part of the
entire transaction even if the initial principal
indebtedness was reduced to less than $500,000.
The bill defines the term "line of credit" to clarify
that a series of transactions under one arrangement,
whether enforceable or discretionary, is contemplated and
governed by the section.
II.

ECONOMIC IMPACT AND FISCAL NOTE:
A.

Public:
Insofar as the intent of the bill is to clarify existing
law, there should be no significant impact. The bill is
designed to remove any doubt that a lender may have about
whether the higher rate of interest that may be charged
on loans in excess of $500,000 applies to the type of
loan transactions specifically covered by those amendments.

B.
III.

Government:

COMMENTS:

None

Technical errors--None noted.

